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THE  CCTTCIT  SITUATION 
igunnary 

Mill  activity  and  cotton  ccnGisnption  remained  at  high  levels  and 
tended  to  increaco  in  nearly  all  of  the  important  cotton  constuning  countries 
of  the  ;7crld  during  Decenber  and  early  Janur.ry.    Ea,v;  cotton  consumption  and 
output  and  sales  of  cotton  goods  arc  at  or  approaching  record  highs  in  the 
United  States,  Japan  an.d  China,  and  in  the  United  Kingdom  are  la,rger  than  at 
any  time-  in  recent  yea.rs. 

Exports  from  the  United  States  were  less  in  the  first  5  months  of  the 
present  season  than  in  the  corresponding  period  last  year,  and  the  available 
data  on  imports,  consw-iption,  fcrwardings  and  mill  takings  of  American •  cottcn 
in  foreign  countries  during  this  period  indicate  tha.t  total  foreign  consumption 
of  American  also  was  lower  than  in  the  same  period  in  193 5- 36*     This  reduction 
in  consumption,  however,  was  much  less  than  it  would  have  "been  were  it  not  for 
the  very  large  consumption  of  all  kinds  of  cotton  by  foreign  rails. 

Spot  prices  at  the  10  markets  in  the  United  Sta.tes  have  well  maintained 
the  rise  experienced  in  the  first  half  of  Decemhcr.    The  average  price  for 
December  we.s  12. 6o  cents  conipared  with  12. o6  for  IJovemher  and  11. 7^^  cents  in 
Decenber  1935*     T-'^-e  averages  for  the  weeks  ended.  January  9  and  l6  v;erc  12,75 
and  12. o2  cents,  respectively. 

The  supply  of  American  cotton  in  trade  channels  may  be  augmented  due 
to  the  operation  '^f  the  plan  of  the  Oomraodity  Credit  Corporation  to  release 
"p-  reasonahlc  ano^-mt"  of  the  approximately  3,'~*C»0,000  "bales  of  Government  financed 
cctton  between  Pebruary  1  pjid  April  1.    The  plan  for  its  release  is  similar  to 


■fchose  -under  which,  ahout  1,^00,300  hales  were  released  last  season.  ITearly 
all  of  this  cotton  is  12-cent  loan  cotton  and  will  not  he  released  if  the  10- 
na,rkct  price  on  the  preceding  day  is  less  than  12.75  cents. 

World  production  in  1936-37  is  placed  at  3f^»200,000  hales  of  approxi- 
mately U78  pounds  net  compared  with  the  earlier  estimate  of  29,900,000  hales 
and  an  output  of  26,50n,000  hales  in  1935-36.     This  1  arger  estimate  of  world 
production  follows  <?n  upward  revision  of  the  preceding  estimate  of  the  cL-'op 
in  foreign  countries.    Tcreign  output  is  now  forecast  at  17,S0C,^00  hales 
instead  of  the  earlier  figure  of  I7, 5'^'^, '^OC  as  a  result  of  the  increase  in 
the  estimate  of  Russian  production  from  2,500,00^  to  2,800,000  hales. 

Cotton  acreage  in  Argentina  for  the  193^-37  crop  represents  a  record 
high  ©f  over  1,000,000  acres,  hut  production  prospects  have  heen  clouded  due 
to  unsatisfactory  weather  and  damage  from  insect  pests.    TiThile  an  Agricultural 
Conservation  Prograjn  similar  to  that  of  193^  and  a-ffecting  cotton  as  a  soil 
depleting  crop  will  he  applied  in  the  Southern  United  Sta.tes  this  coming 
season,  it  is  difficult  to  deterr.iine  what  effect  it  will  hr.ve  on  cotton 
acreage. 

Domestic  Prices  Maintain  Rise  gxperienced  in  ?irst  Half  Peccmher 

The  strength  evident  in  spot  prices  during  the  first  ha,lf  of  Deccmher 
continued  to  he  present  throughout  the  month  and  in  the  first  half  of  Janup.ry. 
The  price  of  Middling  spot  cotton  at  the  10  markets  averaged  12. 60  cents  in 
Decemher  compared  with  I2.O6  in  Novemher  and  11. 70  cents  in  Decemher  1935' 
The  high  was  12, gS  cents  on  Decemher  2S  and  the  lew  12.35  on  Decemher  5*  The 
averages  for  the  week  ended  January  9  and  I6  were  12.75  and  12.22  cents,  re- 
spectively . 

The  very  high  rate  at  which  American  cotton  is  heing  used  hy  mills  in 
the  United  States  and  the  relatively  small  supply  of  American  cotton  now  in 
private  hands,   together  vdth  the  record  level  of  world  cohsumption  of  all 
cotton, continue  to  he  important  price- strengthening  factors.    The  price  of 
ATierican  Middling  at  Liverpool  strengthened  in  Decemher  along  with  the  rise 
in  spot  prices  in  the  United  States.    The  important  foreign  growths  also  rose 
in  price   so  that  their  prices  expressed  as  a  percentage  of  American  showed 
little  clhejage  from  Novcmher  hut,  on  the  whole,  continued  to  encourage  their 
consuiaption  at  the  expense  of  American. 
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Release  of  Goyornment-Financcd  Stocks  May  Augment  Supplies 
of  American  Trade  Channels 


During  the  calendar  year  1936  about  1,400,000  bales  of  cotton  upon 
which  the  Commodity  Credit  Corporation  and  the  Reconstruction  Finance  Corpor- 
ation had  loaned  11  and  12  cents  per  pound  wore  sold  by  releasing  it  to  the 
borrowing  growers  at  25  points  less  than  the  current  10-market  price.  On 
January  2,  1937,  the  Corporation  stated  that  in  order  to  make  available  "a 
reasonable  amount"  of  the  3,000,000  bales  rem.aining,  loan- stock  cotton  (near- 
ly all  12-ccnt  loan)  would  be  released  to  producer-borrowers  bctueen  Febru- 
ary 1  and  April  1  under  conditions  simiilar  to  those  of  last  year. 

None  of  the  12-cent  loan  cotton  ytHI  be  released  if  the  10-market 
price  of  Middling  7/8"  on  the  preceding  day  rs  less  than  12.75  cents.  Ap- 
propriate differences  will  be  allowed  so  as  to  equalize  values  as  betv;een 
the  different  qualitites  of  cotton  and  as  between  the  various  locations 
where  the  cotton  is  stored.    Under  the  plans  covering  the  disposal  of  the 
loan  cotton  last  season,  no  provision  was  made  for  differences  in  value 
arising  from  differences  in  quality  and  location. 

Although  the  miinimum  10-market  price  at  v/hich  12-cent  loan  cotton  can 
be  released  is  12.75  cents,  and  the  market  has  been  hovering  around  this 
level  in  recent  weeks,  considerable  quantities  of  loan  cotton  probably  T/ill 
move  into  trade  channels,  if  the  high  rate  of  consumption  by  domestic  mills 
should  continue  and  the  foreign  demand  for  American  cotton  improve  so  as  to 
maintain  the  10-market  price  at  12,75  or  above. 

Exports  o_f_  American  Cotton  Continue  Below  Last  Year 

Exports  of  cotton  from  the  United  States  in  December  amounted  to 
594,000  bales  compared  v;ith  836,000  in  December  1935.     In  the  10  years  ended 
1932-33,  exports  in  December  averaged  1,010,000  bales.    Exports  to  nearly 
all  of  the  important  foreign  consumers  of  American  cotton  vrere  less  than  a 
year  ago,  but  declines  were  especially  heavy  with  respect  to  Japan,  G-ermany 
and  France.    Shipments  to  these  countries  were  118,000,  66,000  and  99,000 
bales,  respectively,  compared  -'ith  exports  of  :i69,000,  116,000,  and  120,000 
bales  to  these  same  markets  in  December  1935.     Shipments  of  37,000  bales  to 
Italy  represented  an  advance  over  experts  of  29,000  bales  in  December  a  year 
earlier . 

In  the  first  5  months  of  the  present  season,  exports  totaled  2,897,000 
bales  or  16  percent  less  than  those  of  3,461,000  bales  in  the  corresponding 
period  in  1935  and,  vlth  the  exception  of  1934,  are  the  smallest  for  the 
period  since  1922.    All  of  the  major  importing  countries  took  smaller  rjiiounts 
than  in  the  same  August  to  December  period  in  1935, 

The  tables  on  pages  13  and  15  show  the  imiportance  of  cotton  production 
and  income  from  cotton  to  American  agriculture,  the  share  which  cotton  ex- 
ports represent  of  cotton  production,  and  total  exports  of  agricultural  and 
fill  products  as  far  back  as  comparable  data  are  available.    There  is  clearly 
evident  from  the  table  the  long-timic  upward  trend  in  cotton  production  and 
cotton  exports,  especially  from,  the  middle  of  the  nineteenth  century  to  the 
beginning  of  tlvj  ?/orld  War  period.    If  the  data  -.vere  carried  beck  still 
further  the  upward  trend  could  be  soon  to  be  extending  from  the  beginning  of 
the  nineteenth  century. 
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Both  production  and  exports,  especially  th3  latter,  tended  to  de- 
cline during  the  World  War  and  durin?];  the.  period  of  very  great  boll  weevil 
infestation  in  the  early  1920 's.     Beginning  with  1924,  hotn  production  and 
exports  rcco7ered  and  remained  at  a  generally  high  level  until  tht  advent 
of  Government  price  and  production  control.     The  value  of  cotton  exports  has 
shovm  a  general  upward  trend.    Although  the  value  has  fluctuated  from  year 
to  year  in  response  to  changes  both  in  their  volume  and  in  response  to 
changes- in  the  price  of  cotton — as  affected  by  the  supply,  the  movement  of 
general  prices,  end  the  world  demand  for  the  staple — in  most- seasons  the 
variation  in  the  value  of  exports  has  not  been  as  great  as  the  change  in 
the  volume.    Generally  smaller  exports  have  been  accompanied  by  a  small  crop 
and  high  prices,  and  large  experts  have  been  accompanied  by  a  heavy  crop  and 
relatively  Ioy;  prices  so  that  quantities  and  prices  have  tended,  to  some 
extent,  to  offset  each  other. 

Apparently  there  has  been  a  tendency  for  a  somewhat  smaller  proportion 
of  the  crop  to  be  exported.    With  the  exception  of  the  period  from  1860  to 
1869,  in  most  of  the  years  up  until  the  Wf^rld  V/ar ,  from  two-thirds  to  three- 
fourths  of  American  production  was  exported  each  season.    In  most  of  the 
years  since  1914  the  proportion  of  the  crop  shipped  abroad  has  ranged  from 
a  half  to  less  than  two  thirds. 

Cotton  exports  as  a  percentage  of  total  agricultural  exports  and 
total  exports  of  all  commodities  were  very  large  from  1850  to  1859  and  from 
1865  to  1869,  but  declined  during  the  next  three  decades  with  the  opening 
of  the  West  and  the  tremendous  expansion  in  exports  of  grains  and  livestock 
products  to  Europe. 

After  the  turn  of  the  century,  however,  the  domestic  deiViand  for  food- 
stuffs expanded  and  new  sources  of  supply  for  the  industrial  countries  of 
Europe  v/ere  developed  in  such  countries  as  Canada,  Australia,  Argentina. 
As  a  result,  exports  of  foodstuffs  declined  but  Europe  continued  to  rely 
upon  the  United  States  for  cotton  so  that  the  share  of  total  agricultural 
exports  and  all  exports  represented  by  cotton  increased.    A  decline  in  the 
ratio  of  cotton  exports  to  other  e7;ports  came  during  the  War  and  early  post- 
\7ar  years  as  a  resiilt  of  the  heavy  shipments  of  foodstuffs  and  raw  ii-  tcrials 
to  the  allied  countries  and  the  comiplete  cessation  of  cotton  exports  to 
Germany  and  her  allies,  which  had  formerly  constituted  such  a  large  market 
for  American  cotton.    The  resumption  in  the  letter  half  of  the  1920 's  of 
the  downward  trend  in  exports  of  foodstuffs  and  the  large  volume  of ^ cotton 
exports  accompanied  by  comiparotivoly  high  prices  for  the  staple  caused  an 
increase  in  the  share  of  total  agricultural  exports  represented  by  cotton. 

Since  1930  the  proportion  of  the  value  of  total  exports  represented 
by  cotton  has  not  declined  and  the  share  of  total  agricultural  exports  repre- 
sented by  cotton  has,  on  the  averr^^e,  been  higher  than  from  1925  to  1929. 
The  comparatively  favorable  showing  of  cotton  exports  as  a  percentage  of 
the  value  of  total  exports,  however,  has  resulted  not  from  --n  increase  in 
the  volume  and  the  value  of  cotton  exports  but  rc ther  from  the  fact  thet 
the  foreign  demand  for  all  exports,  and  especially  exports  of  agricultural 
products,  as  a  whole  h^s  been  grertly  depressed.    Also,  the  fact  that  for- 
eign markets  are  more  important  to  cotton  than  to  other  domestic  products 
has  caused  the  d.. valuation  of  the  dollar  to  have  a  greater  effect  upon  the 
value  of  ccj'tton  exports  than  upon  the  value  of  all  exports  taken  as  a  group. 
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The  ver7  l9.r~o  share  of  £Toss  far...  incor.ie  an.",  cash  f^.r:.  inco:?.e  rc~re- 
sented       incone  frovi  cotton  -production  and  the  larce  -mrt  of  the  v^.l-u-c  of 
the  cotton  crop  still  represented  "by  exports  indicate  how  important  forcirn 
dcr.vand  is  to  cotton  fr.r.v.crs'   incone  and  to  a  ~ri  cult  ■'oral  incoiue  as  a  v/holc, 

Tlie  Textile  Situation 

"■Torld  rdll  activity  and  cotton  consu'Tition  tend  to  shov;  f-grther  increase 

The  activity  of  cotton  textile  industries  has  tended  to  increase  in  r.ost 
inpcrtant  cotton  cons"a:Min~  countries  durin^T-  the  past  6  reeks.     Consumption  hy 
aills  in  the  United  Str^tes  in  2ecer:.her  v/as  a  record  hirh  for  the  rr.onth  and 
utilizo.tion  in  the  first  5  nonths  of  the  c^orrent  season  ■.-'as  a  record  hifh  for 
the  period.     In  foreini  countries,  especially  in  Japan,  China  and  the  United 
Xinpdoir.,  as  in  the  United  States,  increased  industrial  activity,  cons"i;ncr 
incor.es  and  Governi-ient  spending;;  are  hein^;;'  reflected  in  larpe  sales  of  cotton 
;;oods,  a  lar;'re  voluac  of  unfilled  orders,  increased  prices  for  yarn  and  cloth, 
and  nore  profitahle  rr.ill  r.tar:^ins,  which  are  tendinc  to  maintain  er  expand  the 
-".Iready  larre  volune  of  cotton  consurf'^tion. 

In  forei:ii;n  countries,   the  hi£^h  depree  of  activity  is  taLcinp  place 
lar^-ely  on  the  "basis  of  forei^ji  cotton,  hut  the  larpe  consunption  of  '^.ll  hinds 
is  tendinr  to  maintain  the  actual  consmption  of  Anerican  at  a  level  not 
preatly  helov/  that  of  last  season  even  thouph  its  relative  inportance  has 
declined  considerahly.     This  situation  is  v/ell  illustrated  hy  data  on  forrard- 
ings  of  cotton  to  nills  of  the  United  Kinpdor.i  and  Jroan  in  the  5  nonths  fron 
Aufpist  1  to  Decenher  31,  19 3G,  as  reported  by  the  i\'ev;  York  Cotton  Zxchanre 
Service.     Tron  Au/past  1  to  Dece.-.d:)er  31,  forv/ardinps  of  all  kinds  of  cotton  to 
r.:ills  in  Great  Britain  totaled  1,173,000  hales  conpared  v;ith  1,030,000  hales  in 
the  corres~)ondinp  period  a  year  earlier.     ?orv,'ardinps  of  Anerican  cotton  this 
season  v;ere  486,000  hales,  or  41.4  percent  of  the  total,  vdiereas  a  year 
earlier  the  439,000  hales  forvarded  represented  45.3  percent  of  the  total. 

In  Japan,  forv^ardinrs  of  all  kinds  of  cotton  totaled  1,535,000 
hales  in  the  first  5  nonths  of  this  year  and  1,277,000  last  season.  Porward- 
inps  of  Arierican  wore  512,000  hales  and  33.3  percent  of  the  total  so  far  this 
season  and  615,000  hales  and  49  percent  of  tlie  total  in  the  corres-'ondinr; 
period  a  year  earlier.     In  Decenher,  f orT-ardin's  of  all  kinds  of  cotton  to 
Japanese  nills  were  30  percent  larper,  A.ierican  7  -percent,  and  forei'n  60  per- 
cent larger  than  in  Decenher  1935. 

Donestic  consun-ition  at  record  levels 

Total  donestic  nill  consun-ntion  in  Decenher  exceeded  that  for  an;;-  le- 
cenher  on^  record  and  was  ne-^rly  up  to  the  record  hirh  for  any  nonth.  Consunp- 
tion of  593,000  hales  in  Decenher  con-aarcd  with  527,000  in  ITovenher  and  with 
500,000  hales  in  Decenher  1935.     Consurr.ption  in  the  5  nonths  Au£-Ust  to  De- 
cenher, inclusive,  totaled  3,170,000  hales,  an  incre-se  of  31  "oercent  over 
constinption  in  the  corresponding  period  a  year  earlier,  and  is  a  record  hirh. 
The  daily  rate  of  consunption,  as  calculated  hy  the  ITcw  York  Cotton  Sxchan^e 
Service  on  the  h.-sis  of  21  workinr  days,  was  33,000  s-les.     Mill  narpins 
(hased  on  17  constructions  of  jxay  cloth)  aver-::3d  17.70  cents  in  Decenher 
con :ar^d. with  1Q.60  in  Twr^or  rnd  ;Vith  13.02  ccntc  in  Iccc.:ihcr  1335,  and  were 
the  widest  narpins  for  any  nonth  since  Au'ust  1933. 
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Trade  reports  indicate  that  domestic  mill  cons"unption  continued  at  an 
unusually  high  rate  during  the  first  half  of  January.     Durin{^  the  latter  half 
of  Decen'ber,  mill  sales  of  cloth  tended  to  lac~  hehind  the  very  hirh  rate  of 
output,  "but  mills  continued  to  hold  a  very  larj^e  volume  of  unfilled  orders.  In 
the  first  2  weeks  of  January,  sales  increased  and  exceeded  output  uy  a  suV 
stantial  margin.     Cloth  prices  advanced,  and  mill  margins  are  "believed  to  have 
widened  slightly.     Sales  of  unfinished  cloth  were  especially  large. 

It  is  not  knovm  to  what  extent  unfinished  goods  and  the  articles  made 
from  them,  have  accumiulated  in  the  channels  of  wholesale  and  retail  trrade,  hut 
indications  are  that  retail  sales  have  heen  very  high  during  recent  months. 

Euroioean  cotton  industries  active  -  outlook  good  ij 

United  Kingdom.-  Cotton  cons"amption  in  the  United  Kingdom  was  maintained 
through  the  first  3  weeks  of  Decemher  at  close  to  the  highest  rates  so  far 
recorded  in  the  recovery  period.     Cotton  textile  products  continued  in  active 
demand  at  higher  prices.     During  the  month  agreements  were  reached  "binding 
spinners  to  maintain  fixed  margins  between  cotton  quotations  and  yarn  prices 
on  "both  fine  and  medium  counts,  and  a  strike  of  spinning  mill  operatives  was 
averted  at  the  last  moment.     The  settlement  involved  a  general  v/age  increase 
of  5.63  percent  of  current  rates  of  comTjensation,  with  larger  proportionate 
increases  granted  to  workers  low  in  the  scale.     The  v;age  increases  in  the 
spinning  mills  follow  increases  of  some  7.3  percent  and  m.ore,  granted  to  weavei  i 
in  Novem"ber. 

Weekly  mill  takings  of  Ar/ierican  cotton,  while  running  somewhat  under  the 
"best  figures  for  the  season,  held  up  fairly  well  at  slightly  a''oove  the  season's 
average,  while  takings  of  Brazilians,  Argentines  and  East  Indians,  which  ran 
high  earlier,  fell  substantially  below  their  1936-37  weekly  averages'.     Takings  ; 
of  Egyptians,  on  the  other  hand,  were  relatively  yqty  large. 

Imports  of  American,  normally  at  their  peak  at  this  time,  v/ere  unusuallj 
lo\7  and  so  fr^r  this  season  have  been  only  little  more  than  sufficient  to  re- 
plenish mill  takings  from  the  port  stocks.     Difficulty  is  reported  in  obtaining 
from  American  exporters  offers  of  desirable  qualities  at  lorices  com'^:ietitive 
v/ith  cotton  on  the  spot  and  wi-th  other  growths,  especially  South  A^iericans,  the 
available  supply  of  which  in  Great  Britain  is  now  larger  than  usual.     The  com- 
petitive position  of  other  principal  growths,  with  the  notable  exception  of  m 
Egyptian  Uppers,  was  strengthened  a  little  in  December  by  price  changes,  whichl 
made  them  slightly  chear^er  in  relation  to  Am^erican  than  in  November.  | 

The  outlook  for  British  cotton  m.ill  activity  in  the  next  several  r.onths 
continues  favorable.     In  t"he  home  market  underlying  conditions  continue  favor-1 
able  to  the  consumption  of  cotton  goods.     The  export  outlook,  hov/ever,  remainsl  t 
somewhat  uncertain,  and  v/ith  the  Italian  and  Dutch  devaluations  competition  hai  ; 
increased  notably.  I 

ly  Prepared  largely  from,  a  report  from  Agricultural  Attache'  Loyd  "V.  Steere  at  I 
Berlin  undar  date  of  January  11,  1937.  1 
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Gerr:.an:/. -    There  has  "been  no  significant  chance  in  the  German  situation. 
Conplaints  fron  the  industry  have  "been  nu^.erous,  and  it  is  evident  that  raw 
cotton  as  well  ?-S  other  raw  naterial  is  very  scarce.     Retail  sales  have  kept  up 
very  well,  and  it  is  this  discrepancy  in  the  developnent  of  retail  turnover  and 
raw  naterial  supplies  that  nai^es  for  the  tension  existing  at  present.  Accord- 
ing to  a  recent  decree,  all  stocks  of  cotton  and  cotton  yarns,  includinc  r.iixed 
yarns,  exceedinp  100  kilo£"ra".s  per  ov/ner  nust  "be  reported  hy  Jan-ioary  15  to  the 
Supervisory  Office. 

Inports  of  raw  cotton  and  other  spinning:  naterial  have  renained  low,  and 
it  is  hardly  concoivahle  that  the  presert  rate  of  cotton  rnill  activity  can  he 
raaintained  for  any  length  of  tine,  unless  the  recent  United  States  Treasury 
rulin/;;  facilitates  the  purchase  of  la.rper  supplies  of  Anerican  cotton  through 
increased  Geman  exports  to  the  United  States, 

Czechoslov-alcia. -  The  cotton  mill  situation  in  CzechoslovaJcia  has 
definitely  inproved,  and  it  is  evident  that  the  increase  in  domestic  purchasing; 
power  resultinp  fron  expansionistic  Governncnt  policies  has  "benefited  the 
industry  rreatly.     Tlie  spinning  aill  cartel  has  "been  concluded  recently; 
donestic  yarn  sales  are  apportioned,  and  exports  are  subsidized  hy  a  "oounty 
levied  on  the  hone  sale  of  yarn.     It  is  also  planned  to  "buy  up  surplus  spindle- 
a,::e ,  for  which  purpose  credits  under  Governa-nent  guaranty  are  to  "be  o"btcained, 

Austria.-  The  situation  in  Austria  has  "been  characterized  by  consider- 
able fluctuation  in  recent  weeks,  v/ith  enploynent  still  rather  high,  but  the 
export  outlook,  notably  for  business  with  Ruraania,  changing  fron  one  week  to 
another.    Export  conpctition  has  becone  nore  difficult  since  the  devaluation  of 
the  Italian  lira,  and  a  considerable  share  of  the  Austrian  business  in  south- 
eastern Europe  has  been  talcen  away  by  Italy.     It  is  however,  reported  that  an 
export  narket  agreenent  between  Austria  and  Italy  has  assured  Austrian  cotton 
yarn  a  definite  share  of  the  Eunanian  narket. 

Erance.-  "Very  favorable  business  and  nill  occupation  has  continued  in 
the  Erench  cotton  industry.     There  is  a  lack  of  skilled  workers  in  nany  "olaces, 
and  full  activity  has  been  recorded  by  Alsatian  s'^inners  and  fron  sone  other 
districts.     It  is  pointed  out,  however,  that  a  large  share  of  this  increase 
in  business  and  occupation  is  due  to  the  justified  expectation  of  strongly 
rising  prices  in  connection  with  and  following  devaluation. 

This  stinulus  is  expected  to  v/e-^ken  as  tine  goes  on,  and  there  nay  be 
sone  slight  recession  in  the  -oresent  high  level  of  turnover  as  a  result  of 
''possible  recession  in  wholesale  denand.     Since  ultinate  consuner  denand  for 
textiles,  however,  will  likely  continue  grov/ing  as  a  result  of  the  expanding 
general  econonic  activity,  the  possible  recession  in  nill  activity  and  raw 
cotton  consumption  is  not  oxr^ected  to  be  large. 
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Italy.-  There  has-lsee-n  a  very  notp'!:le  further  irii:)rovcnent  in  the  Itrliar 
cotton  nill  situation,  o'tiinc  to  f  rcr.tly  enhance:'',  export  "business,  not  only  v/itl 
the  southeastern  European  countries  -  where  the  Italian  export  success  is  a 
r-reat  handica7  to  Central  European  nills  -  hut  also  with  British  India,  China, 
and  the  Dutch  Indies.     It  is  indicated  that  r.-.ills  have  recently  heen  o  ocratin^ 
at  very  satisfactory  levels,  since  ra'.7  cotton  is  freely  allotted  to  then  ty 
the  Govera^?.ent  for  such  n.-^jiuf acture  as  is  destined  for  export. 

Arrivals  of  rar:  cotton  in  Italian  ports  have  appreciahly  increased.  Thej 
share  of  rav/  cotton  consumed,  hy  the  nills  for  nanufacturin^  d'oods  for  the 
domestic  market,  hov/ever,  remains  (greatly  restricted.     Tlie  outloolc  for  Italian 
cotton  mill  occupation  in  the  next  several  months  to  come  is  favorahle  on 
account  of  the  export  situation,     Ov/inc  to  this  improvement  the  Government  hais 
removed  all  direct  restrictions  on  operations  of  spindles  and  looms.    3y  decrei 
of  Decemher  22,  all  cotton  raills  have  heen  com.pelled  to  use  a  total  of  5,000 
metric  tons  of  cottonized  hemp  durin<;i  the  year  endinp  Novemher  30,  1937, 

Poland.-  Dom.estic  turnover  of  cotton  :;oods  in  Poland  is  reported  to  have 
considerahly  increased  of  late,  notahly  hecause  of  increased  military  require- 
.ments.     It  is  expected  that  raw  cotton  consumption  durinp  the  next  several  riont 
and  in  all  of  1937  v/ill  he  on  the  increase  -  the  increased  qioantity  of  raw 
cotton  compared  with  last  year  to  he  prociared  eventually  throuph  compensation 
deals,  mainly  with  South  A-r^erican  countries.     The  procurement  of  sufficient 
cotton  supplies  is  not  an  easy  task  in  Poland,  since  the  foreijjn  exchange  avail 
ahle  for  that  purpose  appears  limited. 

Russia.-  The  larpe  qioantity  of  dom.cstic  cotton  which  is  reported  to  he 
availahle  for  consui-aption  in  1937  has,  for  the  first  time  durinr  the  past  years 
hrou£;ht  up  the  question  of  cotton  mill  equipment.     Opinion  seems  to  differ  as 
to  whether  or  not  the  present  n-umher  of  sriindles  is  sufficient  to  enahle  the 
spinning  of  a  minimum  of  3,000,000  hales  of  473  pounds  of -{lunned  cotton.  The 
Commissar  of  the  Lifht  Industry  has  recently  stated  that  the  industry  must  and 
will  he  ahle  to  work  up  the  lar^e  quantity  of  cotton  avnilahle.     Others,  how- 
ever, are  of  the  opinion  that  a  fundamental  modernization  or  expansion,  or  hoth 
of  the  existing  mill  eqi^ipment  is  required.     It  appears  that  the  larpe  1935 
cotton  crop  finds  the  textile  industry  unprepared  to  handle  it. 

It  is  hardly  possihle  to  form,  an  opinion  as  to  whether  or  not  a  m.aterial 
further  increase  in  cotton  textile  output  is  possihle  v;ith  the  present  equipmen' 
hut  no  douht  preat  efforts  will  he  made  to  m?ke  the  hest  of  availahle  capacity 
and  to  increase  the  productivity  per  unit  of  equipmient.  On  the  other  hand,  it 
is  not  altorether  im-i^rohahle  that  -.art  of  any  raw  cotton  sur-'^lus  mipht  he 
exported. 

Production  of  cotton  fahrics  hy  enterprises  of  the  Li^ht  Industry  during 
the  first  10  months  of  1935  aiuounted  to  2,359,394,000  yards  as  compared  with 
1,842,279,000  yards  in  the  first  10  months  of  1935  and  1,509,993,000  in  1934. 

2/  Based  on  information  received  from  the  American  Consulate  at  Milan. 
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Outlook  for  the  next  few  months 

The  outlook  for  some  months  to  come  is  relatively  favoral)le  for 
E-iiTope  as  a  whole.     It  is  likely  that  conditions  in  England  will  tend  to 
maintain  a  favorable  domestic  demand  for  cotton  goods,  and,  although  the 
recent  wage  increases  may  be  unfavoraDle  for  the  export  outlook,  it  is 
unlikely  that  any  great  change  in  export  possibilities  of  the  British 
cotton  industry  will  occur  in  the  near  future,  despite  increased  competition 
from  the  devalued  Lira  and  Guilder.     World  trade  is  now  generally  on  a 
definite  upgrade,  and  production  costs  are  rising  in  other  coimtries  as  well* 

In  France,  further  progress  along  the  line  of  economic  recovery  may 
be  definitely  co-anted  upon,  and  it  is  likely  that  this  will  tend  to  increase 
domestic  consumer  dem.and  for  cotton  goods.     Italy  will  probably  be  a,  much 
better  consumer  of  raw  cotton  in  the  next  several  months  on  acco'ont  of  a 
decided  increase  in,  or  resumption  of,  her  export  business,  for  which  raw 
material  is  now  being  amply  allotted.     Czechoslovakia  also  is  likely  to 
benefit  from  increased  domestic  purchasing  power,  the  growth  of  v;hich  is 
now  being  stimulated  by  expansionistic  Government  policies.  Switzerland 
should  also  continue  to  benefit  from  currency  adjustm.ent,  which  has  already 
bro-aght  about  a  notable  betterment  in  the  activity  of  the  Swiss  cotton 
industry,    Holland  is  likewise  reported  to  have  experienced  improvement  that 
should  continue  because  of  a  general  pick-up  in  her  business  with  the  Dutch 
colonies. 

Austria  is  likely  to  maintain  her  present  satisfactory  situa.tion, 
despite  considerable  ■'oncertainty  in  regard  to  the  further  development  of 
yarn  exports  to  the  Danubi?in  area.    Eor  Germany,  on  the  other  hand,  the  out- 
look is  not  very  fo;vorable,  for  raw  material  reasons,  but  hopes  a.re 
entertained  that  the  recent  raling  of  the  United  States  Treasury  governing 
the  use  of  Aski  or  con^^ensation  marks,  will  enable  purchase  of  larger 
quantities  of  American  cotton. 

Mills  active  in  Japan  and  China  -  imports  and  stocks  of  American 
incre-se  in  Ja-pan  zj 

Japan.-  Imports  of  American  cotton  in  November  am.ounted  to  247,000 
bales  compared  with  109,000  bales  in  October  and  with  166,000  brJes  in 
November  1935.     Imports  from  Septem.ber  to  November  totaled  368,000  bales 
compared  with  277,000  in  the  corresponding  period  in  1935,  an  increase  of 
33  percent.    Imports  of  all  kinds  of  cotton  were  380,000  bales  in  November 
and  829,000  bales  in  the  3-month  period  from  September  to  November  compared 
with  281,000  and  553,000  bales,  respectively,  in  the  corresponding  period  a 
year  earlier.     Imports  during  November  of  IndicJi,  Egyptian  .:^d  Chinese  cottons 


3/  Prepared  largely  from  cables  received  from  Agricultural  Coirjnissioner 
Dawson  at  Shanghai,  ^onder  date  of  December  30  and  January  4  and  14, 
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of  56,000,  15,000,  and  21,000  "bales,  respectively,  were  in  er.ch  case  somev/hat 
"below  those  in  Novem'ber  1935,  "but  for  the  Septemoer  to  IJoverrroer  poriDo. 
imports  of  all  three  growths  were  larger  than  a  yea„r  earlier,  4/ 

Stocks  of  all  kinds  of  cotton  in  Japrn  on  November  30,  1936,  of 
476,000  "bales  were  2-3/4  times  as  large  as  stocks  on  the  corresponding  date 
a  year  earlier.    Although  a  large  increase  was  shown  for  Indian  cotton  and 
other  growths,  the  larger  part  of  the  increase  in  total  stocks  as  compared 
with  !Novem"ber  1935  resulted  from  a  rise  in  stocks  of  American  cotton  from 
60,000  to  240,000  "b?J.es. 

Mill  takings  of  all  kinds  of  cotton  in  ITovem'ber  amounted  to  301,000 
"bales  compared  with  251,000  "baJes  in  November  1935,    Takings  of  Americcn 
cotton  of  137,000  "bales  were  about  the  same  as  in  the  corresponding  month  a 
year  earlier  but  takings  of  Indian  of  108,000  were  30  percent  larger, 
Japanese  mills  took  24,000  bales  of  Brazilian  compared  with  none  in  November 
1935, 

Yarn  production  was  318,428  bales  of  approximately  400  pounds  in 
November  and  with  the  exception  of  November  1934  was  the  largest  yarn  output 
for  the  month  on  record.    Production  of  326,629  bales  in  December  was  a 
record  high  for  any  month.    The  voluntary  curtailment  rate  imposed  by  the 
Japajiese  cotton  spinners'  association  remained  unchanged  at  25o2  percent  of 
spindle  co^acity  during  November  and  December,  but  it  is  reported  that  the 
percentage  of  operation  will  be  increased  by  1,2  percent  in  the  first  Quarter 
of  1937.     It  is  proposed,  however,  to  curtail  spindle  operation  by  35  percent 
of  capacity  in  the  second  quarter  of  the  year.     In  spite  of  the  decreased  pro 
portion  of  all  spindles  which  will  be  operating,  it  is  believed  that  a  more 
intensive  and  efficient  utilization  of  a  smaller  percentage  of  capacity  will 
result  in  a  yarn  output  in  t"he  second  quarter  of  1937  of  from  315,000  to 
320,000  bales  per  month,  which,  if  realized,  will  be  a  higher  level  of  yam 
output  fhan  "has  prevailed  at  any  time  with  the  exception  of  December  1936, 
ajid  2  or  3  months  in  1934-35, 

It  is  reported  t"hat  the  domestic  market  is  expected  to  absorb  any 
increase  wJaich  taices  place  in  the  output  of  cotton  textiles.     It  is  believed 
that  sji  improvement  in  raral  incomes  in  Ja.pan,  as  a.  result  of  good  rice  crops 
is  mainly  responsible  for  recent  increases  in  the  domestic  demajad  for  yarn 
and  cloth.    This  increased  demand  from  domestic  consumers  has  been  a  con- 
tributing factor  in  the  recent  rise  in  yarn  and  cloth  prices  in  Japan, 

Exports  of  cotton  cloth  from  Japan  amounted  to  215,000,000  square  yard 
in  November,  and  were  slightly  smaller  than  the  221,000,000  yards  exported  in 
November  1935.    Exports  in  the  4  months,  August  to  November,  totaled  880,000, 
yards,  compared  with  895.000,000  in  the  corresponding  period  a  yepj  earlier. 
4/  The  import  figures  are  those  estimated  by  the  trade  and  differ  considerably 
from  the  official  import  statistics  as  reported  by  the  J/dnister  of  Ein-once. 
The  official  data  are  said  to  include  only  cotton  which  has  been  completely 
unloaded  by  about  the  25th  of  the  month.     Consequently,  should  a  large  nomber  ■ 
of  boats  arrive  toward  the  end  of  the  month  and  be  ^anloaded  after  the  25th 
or  be  in  process  of  being  unloaded  on  or  after  that  date,  the  official  figure 
for  imports  would  be  much  smaller  than  the  trade  estimate.     This  has  been  the.- 
case  in  recent  month.    Eor  instance,  t'he  official  source  gives  imports  of  I 
American  ajid  all  kinds  of  cotton  into  Japan  in  November  as  170,000  and  316, OOC 
bales,  respectively.    However,  taking  an  entire  season  of  12  months,  the  trade 
estimates  and  official  figures  v;ill  differ  but  little.  (See  Foreign  Crops  cjid 
Markets,  Jojauary  11,  1936). 
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China.-      The  cotton  situation  during  November  and  December  v/as 
characterized  by  a  high  rate  of  niill  activity,  heavy  arrivals  of  Chinese 
cotton,  a  good  demand  for  yarn  with  an  unusually  wide  margin  between  yarn 
prices  and  cotton  prices,  and  very  small  imports  of  foreign  cotton. 

Preliminary  Shanghai  arrivals  of  all  kinds  of  cotton  in  December 
totaled  236,940  bales  of  which  229,000  bales  were  Chinese.     ■'■n  the  3-month 
period,  October  to  December,  arrivals  of  all  kinds  amounted  to  647  »653 
bales  of  which  over     625»000  bales  were  Chinese.     In  the  corresponding 
period  in  1935*  arrivals  of  all  kinds  of  cotton  and  Chinese  cotton  amounted 
to  377,000  and  357,000  bales,  respectively. 

Deliveries  to  Shanghai  mills  of  all  growths  of  cotton  totaled  562,000 
bales  from  October  to  December,  an  increase     of  63  percent  over  deliveries 
in  the  same  period  of  last  year.       The  entire  increase  can  be  accounted 
for  by  Chinese  cotton,  deliveries  of  all  other  growths  being  only  21,000 
compared  with  31»000  bales  in  the  corresponding  period  a  year  earlier. 

Deliveries  as  well  as  imports  and  arrivals  of  American  cotton  have 
been  less  in  recent  months  than  in  the  corresponding  months  a  year  earlier. 

It  is  estimated  that  from  175,000  to  200,000  bales  of  foreign  cotton 
will  be  needed  by  mills  in  China  during  the  10-month  period  extending  from 
November  30,  I936,  to  September  30,   1937,  or  about  two-thirds  as  much  as 
v/as  actually  consumed  in  the  corresponding  period  a  year  earlier.  This 
estimate  has  been  made  on  the  basis  of  present  yarn  prices  and  estimated 
demand  for  the  different  qualities  of  yarn  during  the  coming  months. 

It  is  estimated  that  spinning  mill  requirements  v/ill  call  for  a,bout 
50,000  bales  of  American,  80,000  to  90,000  bales  of  Indian,  and  50, COO  to 
60,000  bales  of  all  other  grov/ths.     It  is  realized,   however,  that  variations 
in  price  margins  between  different  qualities  of  yarn  and  different  kinds  of 
cottons  may  result  in  some  shifting  in  the  consumption  of  the  different 
qua.lities  of  yarn  and  the  various  growths  of  raw  cotton.     Thus  far,  the  price 
of  Chinese  cotton  has  not  declined  sufficiently  to  permit  any  considerable 
export  of  qualities  which  are  cOi.:petitive  with  other  short  and  medium  staple 
growths  in  v;orld  markets, 

p£oductio_n.  Acreage ,  and  Crop  Condi_tions_ 

World,  -    World  production  of  all  kinds  of  cotton  in  the  I936-37 
season  is  preliminarily    estimated  at  30,200,000  bales  compared  with  the 
earlier  estimate  for  the  present  season  of  29,900,000  bales  and  last  year's 
crop  of  26,500,000  bales.    Foreign  production  of  17,800,000  bales  is  a  record 
high  and  compares  with  the  1935-36  figure  of  15,900,000  and  the  average  for 
the  10  years  ended  1932-33  of  11,200,000  bales. 

In  the  10  years  ended  1932-33-  cotton  production  in  the  United  States 
averaged  14,400,000  bales,  or  3,200,000  more  than  the  average  production  of 
foreign  cotton  in  the  same  period.     In  1934-35  and  1935-36,  foreign 
production  has  exceeded  American  by  4,600,000  and  5i300,000  bales, 
respectively.     Should  actual  foreign  production  turn  out  to  be  as  large  or 
larger  than  is  anticipated  at  the  present  time  it  will  exceed  the  crop  in 
the  United  States  by  a  greater  amount  than  in  any  previous  year. 
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Russia.-  On  November  15 »  a  mcnth  before  the  expiration  of  the  date; 
fixed  by  the  Russian  Government,  full  execution  was  reported  of  this  year' 
cotton  procuring  plan  of  2,685iOOO  bales  of  ginned  cotton.  Reports 
indicated  that  cotton  picking  and  procuring  were  still  continuing. 
Procurings  of  unginned  cotton  by  December  1  were  reported  to  have  amounted 
9,833,000  bales  or  the  equivalent  of  3,048,000  bales  of  ginned  cotton  of 
approximately  478  pounds  net. 

The  crop  is  reported  to  be  of  good  quality.     Although  in  previous 
years,  early  estimates  of  the  crop  made  by  the  Russian  Government  have  been 
subsequently  revised  downv/ard,  the  previous  forecast  made  by  the  Bureau  of 
Agricultural  Economics  of  Russian  production  of  2,500,000  bales  is  being 
raised  to  2,800,000.  This  is  a  record  high  production.     The  crop  in 

1935-36  amounted  to  2,250,000  bales,  in  1934-35  to  1,735,000  bales,  and 
■for  the  10  years  ended  1932-33  averaged  1,100,000  bales. 

United  States.-      An  Agricultural  Conservation  Program  for  1937 
similar  in  many  respects  to  the  1936  program  was  announced  on  December  7i 
1936,  by  the  Secretary  of  Agriculture.     Subject  to  the  expected  provision  cl 


funds  by  Congress,  the  Plan  provides  for  payments  to  farmers  who  meet  specii  15^1 
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fied  conditions  for  shifting  land  from  soil-depleting  crops  to  soil- 
conserving  crops  and  for  carrying  out  approved  soil-building  practices.  In 
1937»  i"t  is  proposed  to  place  more  emphasis  upon  soil-building  practices 
and  more  funds  will  be  made  available  for  this  purpose  than  in  the  preced- 
ing year. 

Preparations  are  not  being  made  to  transfer  the  administration  of 
the  Agricultural  Conservation  Program  to  the  States  on  January  1,   1938  • 
as  provided  for  in  the  Soil  Consei-vation  and  Domestic  Allotment  Act. 
While  cotton  is  classified  as  a  soil-depleting  crop  and  payments  will  be 
made  for  shifts  from  it  to  soil-conserving  crops,  it  is  impossible  to  tell 
what  effect  the  Program,  will  have  on  the  1937  cotton  acreage. 

Argentina.-     The  first  official  estimate  of  the  Argentine  Government 
places  the  cotton  area  for  the  I936-37  season  at  1,015,000  acres.     This  is 
a  record  high  and  compares  v^ith  the  revised  estimate  of  763iOOO  acres  for 
1935-36  and  303,000  in  the  5-year  period  ended  1932-33.  ( 
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It  seems  likely  that  the  increase  in  production  this  season  as  compaj  ; 
with  last  will  not  be  in  proportion  to  the  increase  in  acreage.  Persistent 
drought  delayed  the  development  of  the  crop  in  the  Chaco ,  the  most  importanlr 
cotton  producing  area  in  A^^gentina,     Furthermore,  locusts  and  hail  have  doner 
considerable  damage.     ^n  Corriontes,  the  second  most  important  producing 
area,  the  condition  of  the  crop  is  poor  because  of  drought  and  locust  damage^; 
In  some  cases,  resowing  was  possible  following  drought  or  locust  invasion, 
but  over  much  of  the  area  the  damage  is  believed  to  have  been  irreparable. 
The  cotton  crop  in  Argentina  last  year  amounted  to  354^000  bales  compared  j- 
with  295.000  bales  in  1934-35  and  an  average  of  145,000  bales  in  the  5  yeari'l,' 
1926-29  to  1932-33.     The  Argentine  Government  is  making  vigorous  efforts  to 
expand  cotton  production,  and  it  is  anticipated  that  output  during  the  next 
few  years  will  continue  to  shov;  an  upward  trend. 

Egy£t_.-  Ginnings  of  Egyptian  cotton  from  September  1,  1936,  to  Januai 
1,  of  this  year  amounted  to  1,407,000  bales  of  473  pounds , including  Sc.orto. 
During  the  corresponding  months  of  the  1935-36  season,  1,321,000  bales  were 
ginned. 


i 


;-3  -13- 

United  States:  Production  and  ex.^orts  of  cotton,  exports  of  all  commodities, 
and  exports  of  agricultural  commodities,  1850-51  "to  date 
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Continued  - 
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United  States:     Production  and  exports  of  cotton,   exports  of  all 

commodities,   and  ex.orts  of  agricultural  commodities , 1350-51  to  date 

Continued 
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•  rta  1/  X  0 
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13,429 

7,945 
9,755 
10 ,140 
13,630 
16,105 
17,978 
12,956 
14,477 
14,825 
13,932 

17,097 
13,003 

13,049 
9  ,636 
10,633 


5,973 
6,346 
5,007 
5,815 
8,240 
8,267 
11,299 
7,857 
8,419 
7,035 
7,133 
9,193 

8,395 
7,964 
5,036 
6,267 


44.5- 

79.9 

51.3 

57.3 

60.5- 

51.3 

62.8 

60.6 

53.2 

47.5- 

51.2 

53.8 

68.4 

61.0 

52.3 
58.9 


591,312 
600,130 

639,199 
906,569 
1,049,065 
922,737 
355.788 
820,105 
347 , 409 
657,727 
420,972 
339,940 
342,699 
421,406 
325,685 
383,537 


6,365,884 
3,699,909 
3,886,682 
4,223,973 
4,773,155 
4,653,148 
4,867,346 
4,773,332 
5,283,938 
4,617,730 
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2,374,159 
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1,495,907 
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22.7 
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48.6 
46.0 
48.8 
44.9 
45.2 

45.9 
44.0 

40.6 
45.2 
58.1 

53.5 
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50.1 


Exports  compiled  from  reports  of  the  Bureau  of  Foreign  and  Domestic  Commerce. 

1/  Cotton  (quantity  and  value)  1850-51  through  1366-67  season  beginning  July; 

I807-68  includes  I3  months  July  through  July;       1868-69  to  date  season 

beginning  August.     All  comruodity  exports  and  agricultural  exports  are  for 

season  beginning  July  1. 
2/  Running  bales  I850-51  through  1898-99;     1899-1900  to  date  bales  of  50O  pounds 

gross  weight. 

3/  Excludes  distilled  liquors  which  are  classified  as  nonagricultural . 
4/  Preliminary,  •  •  • 
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United  States:     Income  from  cotton  lint  and  cotton  and  cottonseed, 
gross  and  farm  income  from  farm  production,  specified  seasons 
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1./  Crop  year  for  crops;  calendar  year  for  livestock  and  livestock  products. 

2_/  Not  avail a"ble 

J_/  Includes  "benefit  payments. 

\j  Preliminary. 


